V. Krishnamurthy
Taking Bharat Heavy Electricals Limited (BHEL) as an example, the author has stressed the need for organizations to change and adapt themselves to changing conditions, corporate objectives, and priorities. Without this, corporations' survival itself would be threatened and growth will be a far cry. The author feels that the process of continuous change and development is bound to create problems within organizations but insists that successful management of change implies the will and ability to anticipate problems, prepare for them, and deal with them realistically.
V. Krishnamurthy has been associated with the electnca> manufacturing industry in the public sector from the beginning. He was appointed Chairman and Managing Director of Bharat Heavy Electricals Limited and Heavy Electricals (India) Limited, two of the largest public sector enterprises. In August 1975, he received the Business Leadership Award of the Madras Management Association.
Dr. Vikram Sarabhai once said: "The primary task of fundamental research is to discover; of Research and Development is to optimize and of industry to produce; and one of the main problems faced in the organization of innovative institutions or establishments is to link these three cultures and to provide a basis by which transfer of knowledge of men and technology can proceed from one step to another interacting freely and benefiting one another."
Dr. Sarabhai also emphasized the need for different styles of management for different types of tasks and made a distinction between "administration" or the task to run a given system smoothly, and "development" which called for innovation and creativity. In his words. "Forcing the pace of development needs probing the boundary conditions of each situation so as to push in the direction in which change is possible. The instruments of change have, therefore, to be those who do not take their environment for granted."
Exploitation of India's vast reservoir of resources calls for a highly innovative system of planning and organization. Organizations and institutions of a country constitute the agency for implementing this system. This will be possible only if organizations are prepared to take stock of the situation at periodic intervals and effect changes in their attitudes and style of functioning. Let us see how Bharat Heavy Electricals Limited (BHEL) met this challenge.
Bharat Heavy Electricals Limited
The first heavy electrical plant of the BHEL complex was set up in Bhopal with British collaboration in 1956 to manufacture turbines and generators for hydel and thermal power stations, transformers, switchgear, motors, and rectifiers. This was a large integrated plant with a wide range of products; managed by the then Heavy Electricals (India) Limited (HEIL). Later, on the basis of a review of the country's requirements of power generation and transmission equipment, three more plants were set up at Hardwar, Hyderabad, and Tiruchirapalli with Russian and Czechoslovakian collaborations to manufacture additional types of turbines and generators for power stations, boilers, and electrical machines. These plants were controlled by BHEL.
The organizational setup of the heavy electrical industry working under two separate companies, i.e., HEIL and BHEL,came up for review in 1971 in the wake of a grave power crisis and an examination of the working of the public sector units in general. A high level group set up by the government had also gone into the working of these two enterprises. One of the recommendations made by the Committee, on the suggestion of some of the BHEL officers, was that HEIL controlling the Bhopal unit should be merged with BHEL to ensure optimum utilization of the available resources and expertise.
Before the merger, the four heavy electrical equipment plants in the public sector were working as self-contained, independent units. Even within BHEL, interaction between the constituent units at Hardwar, Hyderabad, and Tiruchirapalli was marginal. This might have been acceptable at the construction stage. In the subsequent phases of technology absorption and production, however, a high degree of interaction and coordination was needed between the plants. This was essential to share experiences and knowhow of similar products and to optimize the effectiveness of the power plant industry whose products were complementary. Similar products were being manufactured by more than one unit, and to more than one design philosophy. Turbosets were being manufactured to British design at Bhopal, to Russian design at Hardwar, and to Czech design at Hyderabad; hydrosets were manufactured to British design at Bhopal and to Russian design at Hardwar. Similar was the case with motors and switchgear. There were overlapping ranges in the specifications of products being made at more than one plant. Hardwar was manufacturing turbosets of 100 mw. rating, Hyderabad of 110 mw. rating, and Bhopal of 120 mw. rating. The different plants followed different standards and practices and had widely differing styles of management.
Merger
It was decided to marge the two companies and integrate the operations of different operating divisions. Many wondered, at that time, whether it was a wise decision. Even those who agreed with the view of developing national standards, common technologies, etc., thought that it was not a wise move from the management point of view. There was a feeling that under conditions obtaining in India it would be easier to operate small institutions. Both HEIL and BHEL were big, employing 20,000 and 25,000 people respectively. Despite all the doubts raised at that time, it was strongly felt that, unless the different heavy electrical units worked in an integrated manner, the objective of providing better service to the customer could not be achieved. Growth of the industry was also dependent on that. The question that followed the merger was: What is the best way of exploiting the resources available in the four plants to contribute the maximum to the country's power development programme?
While deciding on the management structure of the integrated company, three alternatives came up. One was for an integrated management of the four plants by which product lines and technology could be rationalized, expertise pooled, common specialized functions centralized, and more coordinated service provided to the customer. The second alternative was that the four plants could work, each with a higher degree of autonomy, under a broad framework to be provided by a holding company. The third alternative, of course, was to carry on as before. Some felt that, with the management competence and background of Indian experience, the second alternative alone, namely that of a holding company, would be a viable solution for running the vast BHEL complex efficiently.
After considerable deliberation, it was decided to go in for the first alternative. It was felt that an integrated management approach would enable a better utilization of resources taking advantage of scale economies and result in better service to the customer. There was full awareness of the problems to be faced, particularly in the human aspect associated with such integration. However, this was the only way in which the country could achieve total self-reliance in manufacturing heavy electrical equipment and systems in a reasonable period of time. In fact, as a result of the integrated management, BHEL and HEIL would be able to contribute nearly 15,000 mw. of power generation equipment in the Fifth Five-Year Plan as against 1,500 mw. during the Fourth Plan.
Implementation of Change : Need for Acceptance
As expected, the process of integration was fraught with difficulties and problems in all aspects of organizational matters, and more acutely in its human aspects. It was natural for the people to feel apprehensive about the role they would play in the new organization structure and the promises it would hold for them in the future. The full gains of a merger could be obtained only by pooling and enhancing the strengths of various units and simultaneously reducing the weaknesses. In this process, individual interests were bound to come in conflict with overall organizational interests. But it was possible to minimize the trauma of change.
The first step was to explain to all employees the benefits of integration. If individuals knew what was happening and appreciated the longterm objectives of the organization, they would be willing to face and solve the immediate problems and difficulties associated with the task. Therefore, a series of meetings were held with various groups of employees at all levels. The rationale of the reorganization was explained to them and their ideas were sought. The idea was to create an atmosphere in which all employees, irrespective of their status and functional background, could freely discuss and contribute their suggestions. At each stage of implementation, these ideas were incorporated and plans modified accordingly. This gave the employees a sense of involvement and belonging to the organization. It is true that this somewhat slowed down the pace. Some thought that this process of mass education was taking more time than necessary; but it was considered essential to carry the organization and people in any change rather than thrust changes on them to maintain pace. These efforts bore fruit as desired. During the second year after the merger a few eminent management consultants from the UK visited BHEL's divisions; they were pleasantly surprised to find hardly any visible signs of merger, with all divisions working as one organization.
The success in bringing about this change can be attributed largely to the emphasis placed on the process of change. This is a significant prerequisite for managing any change successfully. The process is even more important than the objectives for the objectives can fail in their true purpose if the process develops undue stresses. If the organization is to go through a change smoothly and emerge . 2, No. 2, April 1977 successful, it may be sometimes necessary to sacrifice pace to avoid strains.
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Optimism: The Keyword
Another thing essential for bringing about a successful change in an organization is the development of a bias towards optimism. Any change starts with a handful of people, the "change-agents," who constantly perceive a different and possibly better way of doing things. But they can act only when an organizational climate exists in which people are optimistic and feel a psychological freedom in their innovative attempts. As Dag Hammarskjold put it, "Never measure the height of a mountain until you have reached the top. Then you will see how low it was." In the absence of higher peaks, people tend to stabilize at one level of achievement. With their needs fulfilled and their aspirations met in the existing work situation, employees begin to slacken in their efforts which leads to stagnation.
This state of "stagnating equilibrium" can be broken only by offering people opportunities which will give them higher need fulfilment People are more likely to accept change if they perceive an opportunity for their own growth and development in the process. Even the simple concept of job rotation or job enlargement cannot work if it means only moving a person from one routine job to another or adding more to his existing burden. If, on the other hand, an individual is more involved in the planning and organization of his job, he will find new challenges and therefore more job satisfaction.
Organizational Change
What makes organizations seek change? Is it always the external environment which forces organizations to change in tune with changing needs? Can it be the internal pressures which make organizations try for higher and higher levels of achievement and perfection ? When we look around, we find examples of companies which have set for themselves the task of stretching their organizational capabilities to give the society more than what is expected of them. These are the innovative organizations which have created new technologies and provided newer services and goods to the mankind. You would be aware of many such examples in the US, Europe, and Japan. The tremendous progress made by the Japanese industry in recent years is fascinating. Thirty years back, Japanese goods were considered synonymous with low quality products. Today, the same nation is turning out products which are considered a hallmark of quality. How did the Japanese do it? The driving force behind their hard work and total devotion to their task, which made this success possible, was absolute loyalty to the country and the consequent urge to make Japan a great nation. The goal of the Japanese was to develop the potential in themselves fully through their organizations which is called "organization actualization." The emphasis here is not on development alone: it also ensures that development takes place in such a way that the total potential of the organization is exploited to its maximum. We shall see how BHEL put this concept into practice.
BHEL Corporate Plan
After having adopted an integrated organizational structure, the next step towards organizational change in BHEL was the preparation of a corporate plan in 1974. The company reviewed the business it was in, its strengths and weaknesses, and redefined its objectives in line with national aspirations, keeping in view the changes that had occurred since the units of BHEL were set up. The scope of the original objectives was limited to manufacturing power equipment for the domestic market on the basis of totally imported technology and not necessarily related to the potential and needs of the country.
Changed Objectives
The diversified national needs, however, had started demanding BHEL to play a much wider role on the energy front. To meet these demands, BHEL decided to extend its objectives to engineering, manufacturing, and developing energy systems with full attention to customer needs and national priorities. The objectives also included the incorporation of necessary flexibility in operations for modifying designs to meet exacting customer requirements. These further underlined the need for a strong R and D backing which was essential for self-reliance in meeting the specific needs of the country like coal gasification, fluidized combustion, etc. Emphasis was placed on providing better and more coordinated customer service by total systems engineering of power stations, and erection and commissioning of projects on a turnkey basis.
The scope of BHEL's operations was further extended with the decision to find international clientele for its products. Besides earning valuable foreign exchange, this was to help BHEL in utilizing the available surplus capacity generated by improved productivity and the need to grow, and also "force" improvements in the quality of its products and services to the domestic market. As a company, the intention was to get away from the odious term "export quality", which Implied an inferior quality product for the domestic market.
Fulfilling the Changed Objectives
The next step Was to translate these objectives into action. At the outset, it was realized that the existing organization would not be able to cope with the enlarged scope of the company's objectives and operations. There was need to establish new divisions and to reorganize some of the existing functions to provide an intensive and directed thrust to the operations in the functional areas.
The first major reorganization was carried out in the engineering function because of its vital role in the power industry. Engineering Development Managers were appointed for each product or product group to raise the engineering capability in specific spheres and improve the product quality. To centralize and coordinate developmental efforts for the products being manufactured at more than one place, EngineerinB Development Centres were set up. These centres pool the technologies available in a product area and develop them further to meet national requirements and international standards. This was to ensure a systematic development of the product-related engineering and technology. To provide these centres with experimental R and D support, facilities were needed where need-based as well as general programmes of research and development could be pursued continuously. A Corporate Research and Development organization thus came into being. There was also a need to explore and develop new products and energy systems. Independent divisions were set up in these areas.
To enhance the customer assistance and support functions, separate divisions were set up, e.g., the Marketing and Sales Division for a single-point customer contact for various products and services offered by the company. This also coordinated the company's activities to the maximum satisfaction of the customer.
The Project Engineering Division was to provide systems engineering for thermal, transmission, and industrial projects.
The Power Projects Division was to provide total service in erection, commissioning, and operation of power projects. This division also has a separately identified group to provide after-sales and trouble shooting services to the customer.
To give the necessary orientation and thrust to international operations, an Exports Division has been set up.
Problems of Organizational Change
Setting up new divisions in this fashion created its own organizational problems. The . 2. No. 2, April 1977 problems were at two levels. The new divisions faced identity diffusion owing to overlapping responsibilities and functions. This was further complicated by an initial confusion in their interaction with one another and with the existing manufacturing divisions. To remedy the situation, clear policy guidelines were issued in a number of areas, the planning and budgeting systems were streamlined, and a coordinated information system for management and control purposes was established, linking all divisions to a central point-the Corporate Office.
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At the same time, a total philosophy of company management was adopted to develop responsibility-oriented functioning, based on centralized policy formulation and decentralized execution and administration. In day-to-day functioning, hardly any executive decision has to come to the Chairman or directors for acceptance as long as it is in line with the annual approved budgeted commitments and follows the policy guidelines.
To consolidate the gains of reorganization and to ensure coordinated development, especially in the light of decentralized administration, several committees were set up to resolve conflicts and harmonize diversities of interest of different groups vis-a-vis overall organizational interests-committees for products, committees of functions, committees of coordination, committees of monitoring, and committees of standardization.
The Hope
It is perhaps too early to evaluate the benefits of these changes, but indications are that they are in the right direction. One may not attribute BHEL's success in recent years very much to these changes. But the type, quality, and quantum of efforts that have gone into planning and implementing these changes should result in long-standing benefits to the organization. All of us, either in the academic and research institutions or in the field of action, are convinced that planning for organized change is the highest guarantee of successful management of change. Time alone will tell whether the right approach has been taken in BHEL.
When one finds that the "Think Tank" appointed by the British government in 1976 has recommended that the two power equipment manufacturers in the UK-GEC and Parsonsshould be merged to develop a viable electrical industry, when one reads that the French government is forcing the two electrical equipment giants, Alsthom and CEM, to merge in the interests of the French economy, one feels that the decision taken in 1972 to merge HEIL and BHEL has been a wise one. When one of BHEL's collaborators from the US says that they are modifying their operations somewhat on the model of BHEL, one feels encouraged.
Success gives Confidence
As stated earlier, BHEL felt confident that it had the potential to take upon itself the new challenges, whether they came either from its enlarged role of meeting the overall energy needs of the country or from international markets. This motivated the development of the organization to shoulder these responsibilities. BHEL's organizational capabilities have grown to an extent where it inspires greater confidence even in the external environment. Recently, the government has entrusted the task of putting some of the sick units on a strong footing to BHEL and it is hoped that the company will successfully discharge this added responsibility.
Summing Up
Many of the fears originally expressed within and outside BHEL about effective and efficient management of large organizations in Indian conditions have thus been proved to be unfounded. India can manage large organizations if the principle of "organization actualization" is followed and a constant contact with the environment is kept internally and externally. It is
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Vikalpa also essential to respect the demands made on an organization and respond with optimism. Such a process of continuous change and development is bound to create problems; but successful management of change implies the will and ability to anticipate problems, prepare for them, and deal with them realistically as they emerge. This applies to both small and large institutions; but in the case of large ones, the problems are of a much larger magnitude. Every effort should be made to involve people in the process of growth and to keep them aware of the various possibilities for their own growth and the growth of the organization. They should be encouraged to work creatively and find new solutions to existing problems. . 2, No. 2, April 1977 
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